
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter oft 

AN ADJUSTMENT OF RATES OF THE SOUTH ) 
SHORE WATER WORKS CO. ) CASE NO. 94-188 

On May 11, 1994, the South Shore Water Works Company ("South 

Shora") applied for an incraasa in its rates for water service. 

Tha proposed ratas would generate an increase in annual revenues of 

$138,580, an increase of 45.2 percent over normalized test period 

ravenues from ratao of $306,713. On November 15, 1994, South Shore 

placed the propoeed rates into effect pending the Commission's 

final detarmination. 

Commieaion Staff conducted a limited financial review of South 

Shora'o test period operations. Based upon this review, Staff 

ioeuad a report on December 19, 1994, recommending that South Shore 

be allowed to increaee its revenues from rates by $84,565. 

Following the issunnce of the Commission Staff Report, 

oattlement discuesions between Commission Staff and South Shore 

occurred. As a result of these negotiations, a settlement 

agreamant was executed and submitted to the Commission for its 

approval. Under the terms of the agreement, South Shore will be 

grantad a revenue increase of $106,378. 

After careful review of the Settlement Agreement, the 

Commieoion finds that the Settlement Agreement's terms are 



reasonable and that the Settlement Agreement is in the public 

interest and should be accepted. 

IT IS THEREFORE ORDERED that: 

1. The rate proposed by South Shore in its application is 

denied. 

2 .  The Settlement Agreement, appended hereto as Appendix A, 

is incorporated into this Order a8 if fully set forth herein. 

3. The terms and conditions set forth in the Settlement 

Agreement are adopted and approved. 

4. The rates set forth in Appendix B are approved for 

service rendered by South Shore on and after November 15, 1994. 

5 .  South Shore shall refund all amounts collected in excess 

of the rates approved for service rendered from November 15, 1994 

until the date of this Order. 

6. South Shore shall refund the amounts collected in excess 

of the rates established herein plus interest at a rate equal to 

the average “3-month Commercial Paper Rate“ for February, 1995, ae 

reported in the Federal Reserve Bulletin and the Federal Reserve 

Statistical Release. 

7. The refund shall be made by either direct payment or bill 

credit within 60 days of the date of this Order as required by KRS 

278.190 (4 )  . 
8 .  Within 30 days of the date the refund is completed, South 

Shore shall file with the Commission a summary statement showing a 

reconciliation of customer billings and the amount refunded. 
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9 .  Within 30 daye of tho date of t h i s  Order, South Shore 

o h a l l  f i l e  with the Commieeion i t a  revieod t a r i f f  ea t t ing  out the 

rata approved for  eervice rendered on and a f t a r  tho date of th in  

Order, 

Done a t  Frankfort, Kentucky, t h i o  8th day of Mwch, 1995. 

PUBLIC SERVICE COMMISSION 

f l  

ATTEST : 

2LJqsA&L Execut ve D rector 



APPENDIX TO AN ORDER OF THE KENTUCKY P U B L I C  S E R V I C E  
COMISSION IN CASE NO. 94-188 DATED b r c h  8 ,   RECEIVE^, 

FEB 83  1995 COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION PUULIL: ULIWGL 
COMMISSION 

In the Matter of: 

AN ADJUSTMENT OF RATES OF 
THE SOUTH SHORE WATER WORKS 
COMPANY 

) 
1 CASE NO. 94-188 
1 

AQREEMENT 

THIS AGREEMENT is made and entered thle&,jday of February, 1996, by and 

between the STAFF OF THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

("Commission Staff") and SOUTH SHORE WATER WORKS COMPANY ("South 

Shore"), 

W I T N E S S E T H :  

THAT, WHEREAS, on May 11, 1994, South Shore applied to the Public Sarvica 

Cornmission for authority to  adjust its basic rates to  produce addltlonol annual revenue 

in the amount of $138,680; and 

WHEREAS, no persons have sought or been granted intervention in this 

proceeding; and 

WHEREAS, on December 19, 1994, Commission Staff submitted to  the 

Commission a report on South Shore's application in which it recommended that 

South Shore's ratos be adjusted to  increase its operating revenues by 884,606: and, 

WHEREAS, since filing i t5 application for a rate adjuotrnent, South Shore haa 

applied to  the Public Service Commission for a Certificate of Public Convenience and 

Necessity to construct additionel wells; and, 



WHEREAS, tho Public Sorvlco Commission has gronted South Shore o 

Cortificoto of Public Convenionco and Necessity to  construct odditionel wells; and, 

WHEREAS, South Shoro and Commission Stoff hove mot and discussed South 

Shoro's oppllcotion and roochod ogroomont on 0 1 1  outstanding issues: 

NOW, THEREFORE, bo It rosolvod thot: 

1 ,  South Shoro ond Commission Staff mutually agreo that all outstanding 

issues reisod in this procoeding sholl bo rosolved by  this Settlement Agreement. 

2. South Shore and Commission Staff agree that South Shores' adjusted 

rovonue for tho tost-year period (Jonuory 1, 1993 to December 31, 1993) is 

$329,061, A summary of odjustod rovonuos 1s e8 follows: 

Meter Water Sales $300,713 
Other Operating Revenues 10,633 
Other Income Il;r_Qs 
Total Revenue e32s.a61 

"Othor income'' includes interest income end revenue from the sale of water usage 

information to  tho City of South Shore. 

3. South Shore end Commission Staff agree that South Shore's adjusted 

tost-year operating expanses are $306,501, These expenses ere summarized below: 

Operation & Maintenonce: 

Salaries & Wages - Employee 
Saleriee & Wages - Officers 
Employee Pension & Benefits 
Electric Expense 
Gas - Columbia Gas of Ky. 
Chemicals 
Matorials & Supplies 
Engineering Fees 
Accounting Foe0 
Legal Fees 
Management Fees 

9 1 24,369 
38,703 
19,200 
27,278 

1,452 
1 1,398 
31,411 

0 
2,400 

0 
0 

-2- 



Testing Fees 1,008 
Rent - Building 7,800 
Lease - Trucks 11,904 
Transportation 6,196 
Insurance - Vehicle 2,926 
Insurance - General Liability 5,848 
lnsuranco - Workers Compensation 9,407 
PSC Assessment 622 

Total 9301.922 
Depreciation 30,464 
Amortization 12,119 
Taxes Other Then Income Tax 20.996 

Total Operating Expense 9385.601 
4. Based upon the agreed adjusted test-yaer revenues end expenses, South 

Shore requires e revenue increase of $106,378. This increase is calculated as follows: 

Opereting Expenses $366,601 
Operating Ratio 88.00% 
Subtotal 041 6,342 
Less: Operating Expensos 366.601 
Margin Exclusivo of Income Tax $49,841 
Times: Gross-up Margin l2.aEQ2 
Margin Inclusive of Income Tax $ 61,080 
Add: operating Expenses 365,601 

Annual Well Cleaning 8.848 
Revenue Requirement $435,429 
Less: Metered Water Sales 306,713 
Other Operating Revenue 10,633 
Other Income 11.705 
Revenue Increase 9108.378 

6. The following monthly rates will produce opereting revenue of $41 3,166, 

based upon test-year water sales: 

First 1,000 gallons 
Next 9,000 gallons 
Next 20,000 gallons 
Over 30,000 gallons 

$5.36 (Minimum Bill) 
2.68 per 1,000 gallons 
2.22 per 1,000 gallons 
2.1 1 per 1,000 gallons 

Hydrants 59.45 
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6. South Shore's onnuol oxpensoe for well cleanlng should be $8,848. Thls 

amount Is boeed upon the overage of South Shore's well claoning expenses for the 

pest three years. 

7. South Shore ogrees to  plece $8,848 of its annual revenues into e 

rostrlcted eccount. Eech month South Shore ehall deposit $737.33 into thls restricted 

eccount. Disbursements from thls eccount wlll be made solely for well cleanlng 

expensee. South Shore further egreee to submit every SIX months a written report of 

the disbursements from this account. Thle report shell Include e copy of all Involcee 

for well cleaning expenses incurred durlng the perlod under review end statement of 

deposite t o  the eccount. South Shore ehull siibmlt the flret report on or before July 

31, 1996. Wlthin t w o  yeara of the date of on Order accepting thie Agreement, the 

Comrnisslon should review the need for continuing this reetrlction. 

6. South Shore recognizee end ecknowledgee its obligstlon t o  operete its 

system at the lowest poeeible cost coneletent with the furnishing of adequate, 

officient, and reaeoneble electric eervice. South Shore egrees to  take el1 reaeoneble 

steps nocessary to  comply with thls obligetlon. 

9. Thia Agreement is  reasonoble, wlll result In fair, just, and reasonable 

rates, end should be adopted by the Publlc Servlce Commlsslon. 

10. Thls Agreement is subject to the acceptance of end epprovel by the 

Public Service Commission. 

11. If the Public Servlce Commiseion fails t o  accept end approve thle 

Settlement Agreement in ite entirety, thls proceeding ehall go forward and neither the 

terms of thls Settlement Agreement nor any matters releed durlng settlement 

negotietionrr shall be binding on either signatory. 



12. If the Public Service Comrnlsslon accepts ond adopts this Settlamant 

Agreement in Its entirety ond enters an order In thla procoedlng to  that effect, South 

Shore shall not apply for rehearlng In this procoedlng nor bring on action for revlew of 

that order. 

13. Commisslon Staff agrees to recommend to  the Publlc Servlce Comrnlsnlon 

that this Agreement be accepted end approved. 

14. Thls Settlement Agreoment Is eubmltted for purpoees of thla cane only 

and is not  deemed binding upon the slgnatorles heroto In any other procaading nor Is 

it to  be offered or relied upon in eny other proceeding lnvolvlng the slgnetorles. 

AGREED TO: 

n 

BRUCE F. CLARK 
Stites and Harblson 
421 West Main Street 
Frankfort, Kentucky 40801 

Counsel for South Shore Water Work8 Company 

GERALD E. WUETCHER 
Post Office Box 61 6 
Frankfort, Kentucky 40602 

Counsel for the Staff of the Public Service Commlsslon 
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APPEXDIX B 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
MMM198ION IN CASE NO. 94-188 DATED March 8, 1995. 

The following ratee and chargee are preecribed for water 

earvica to cuetomere of South Shore Water Worke Company. All other 

ratee and chargee not epecifically eet forth herain ahall remain 

the same am thoee in effect under authority of the Commiomion prior 

to the effective date of thie Order. - 
Firet 1,000 gallons 

Next 9,000 gallone 

Next a0,ooo gallone 

Next 30,000 gallons 

Hydrante 

BnLn 
$5.36 (Minimum Bill) 

$2.66 per 1,000 gallonm 

$ 2 . 2 2  per 1,000 gallon8 

$2.11 per 1,000 gallons 

$9.45 


